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ASX ANNOUNCEMENT - 31 October 2006

ALKANE AND CONSOLIDATED MINERALS TO COMBINE
IRON ORE ASSETS IN NEW EAST PILBARA IPO

= Alkane and Consolidated Minerals have combined their tenement holdings in the
Nullagine region bordering the iron ore projects of BHP Billiton and Fortescue Metals
Group in the East Pilbara in Western Australia to evaluate the potential for Channel Iron
Deposits.

= Alkane and Consolidated Minerals have formed a new company, BC Iron Limited to hold
the combined assets, with the intention to seek ASX quotation of the new entity before the
end of the year.

= The project covers an area of 1500km? and includes all of the Bonnie Creek palaeochannel
system and most of the Shaw River and Nullagine River systems.

= Available data has indicated that iron bearing pisolite in these palaeochannels extends over
a cumulative 90km length. Exploration within the Bonnie Creek system has provided an
exploration target with 200 to 600 million tonne potential, depending upon thickness of the
pisolite.

= Limited grade data is available but surface sampling has averaged 56.56% Fe, 3.63% SiO,,
4.60% Al,O3, 0.03% P, 9.22% LOIL.

Alkane Exploration Ltd (Alkane) and the Randolph Syndicate (Randolph) have reached agreement with
Consolidated Minerals Limited (CSM) to jointly float a new company, BC Iron Limited (BC Iron), on the
ASX. Carmichael Capital Markets Pty Limited has been the corporate advisor and DJ Carmichael Pty Limited
will be the sponsoring broker to the planned listing.

BC Iron holds the rights to acquire 100% of all minerals within 14 exploration licences (EL 45/2717, EL’s
46/522-524, EL’s 46/651-658 and EL 46/663), excluding diamonds and an option granted to Vaalbara Resources
Pty Ltd to acquire an 80% interest in gold, silver and uranium and Witwatersrand style mineralisation in the 3
Alkane-Randolph tenements (EL’s 46/522-524). The tenement package is located in the East Pilbara region of
Western Australia.

BC Iron proposes to raise up to $6 million through the issue of 24 million fully paid ordinary shares at $0.25
per share through a prospectus which will be lodged with the ASIC in early November 2006. On listing BC Iron
will have 54 million shares on issue and Alkane will retain a 16.67% interest, with CSM holding 27.78%.

The Board of BC Iron comprises a number of experienced mining professionals headed by Chairman Tony
Kiernan and Managing Director Mike Young (former Exploration Manager of Cazaly Resources Ltd). Other
Board members are Terry Ransted (Alkane’s Chief Geologist), Garth Higgo, (General Manager Group Services
for CSM) and Steve Chadwick (Metallurgist and former Managing Director of Northern Gold).
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Priority Application Rights

Alkane has negotiated prior application rights for eligible shareholders for up to 12 million shares (50%) of the
offer by BC Iron.

Alkane shareholders holding at least 10,000 shares and registered at the close of business on the Priority
Application Date, which will be advised and detailed in the Prospectus (the subject of a further ASX
announcement), will be eligible for a minimum of 8,000 shares ($2,000) with the balance of further priority
shares to be distributed on a pro-rata basis relative to the total number of Alkane shares held.

Alkane shareholders not eligible for the priority offer can apply through the general offer of 12 million fully paid
shares in BC Iron. Alkane shareholders applying in this manner will be treated in the same way as other
applicants in the general offer. Once lodged with the ASIC and the exposure period completed, a copy of the
prospectus will be sent to all eligible Alkane shareholders and will also be available on BC Iron’s website at
www.bciron.com.au.

Channel Iron Deposits

The combined tenements cover approximately 1500km”and include a number of Tertiary aged palacochannel
systems which host extensive outcrops of iron rich pisolitic accumulations with similarity to the Channel Iron
Deposits (CID) currently being mined at Robe River in the west Hamersley Range.

The project is centred about 200km south east of Port Hedland and 100km north of Newman. The nearest
existing significant infrastructure is the Newman to Port Hedland (BHPBilliton) iron ore railway which is located
50 to 100km to the west. The Fortescue Metals Group Cloud Break and Christmas Creek iron deposits and their
proposed rail link to Port Hedland, are located 20 to 30km to the south.

The Project is made up of three prospect areas each comprising palaeochannels with infill material which is
highly prospective for CID.

The palaco-Bonnie Creek (pBC), the palaco-Nullagine River (pNR), and the palaco-Shaw River (pSR) systems
have all been mapped to varying degrees. Outcropping iron-rich rocks within the pBC and pNR systems have
been mapped in detail by Alkane over a combined length of some 60km. Regional mapping by the Geological
Survey of Western Australia (GSWA) has identified iron rich valley infill within the pSR over a length of
approximately 30 km.

Previous work in the region by Alkane concentrated on diamond exploration between 1992 and 1998. The
programs focused on existing and palaeo-river systems using airphoto and satellite image interpretation, stream
sediment sampling, detailed and reconnaissance mapping, and stratigraphic drilling of the channels.

The exploration by Alkane, particularly the mapping, indicated that the pBC has identified iron rich channel
deposits covering a total area of some 15.5km”. The mapping has outlined semi continuous channel deposits
over a length of 40km with widths varying between 150m and 700m. The upper (western) reaches the
palaeochannel is relatively intact and forms part of the present day topography however the lower (eastern)
reaches have been incised by the present day drainage to form a series of flat topped mesas.

Two reverse circulation drill traverses across the pBC demonstrated that the upper parts of the channel are
composed of pisolitic iron units up to 20m thick. The iron-rich unit overlies clay, carbonates, and other detrital
units with a total channel thickness of up to 35m. The upper sections of the drill holes were not analysed
however surface sample results taken from along the length of the pBC average 56.8% Fe, 3.57% SiO2, 4.75%
Al203, 0.03% P, 0.03% MnO, 0.09% CaO, 0.082% S and 8.52% LOI.
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Based on the detailed mapping, the drilling intersections and a standard specific gravity of 2.6 tonnes per cubic
metre, a potential for 40Mt per vertical metre of iron rich pisolitic material may exist within the pBC. This
provides an exploration target of between 200Mt (5m thick) and 600Mt (15m thick) of iron rich channel
deposit within the pBC.

The detailed mapping of the pNR system has identified pisolitic channel outcrops over a length of 20km and a
combined surface area of 2.16 km”. The pNR has been largely eroded by present day drainage and outcrops as
small discontinuous mesas. No drilling or surface sampling has been undertaken within the pNR. Using similar
parameters to those described for the pBC an exploration target of about 5.6Mt per vertical metre of iron rich
pisolitic material may occur within the pNR.

As mentioned previously the pSR has not been mapped in the same detail as the pBC and pNR however regional
mapping by the GSWA has identified iron rich outcrops along a channel length of approximately 30km. The
pSR has its headwaters in the east close to those of the pBC and flowed westwards similar to the present day
Shaw River. The headwaters of the palacochannel are relatively intact and form part of the existing landscape
however the middle and lower reaches of the pSR are cut by the present day Shaw River system and now form
discontinuous outcrops. Results of composite surface and channel samples collected at approximately 800m
intervals along the central parts of the pSR average 55.8% Fe, 3.79% SiO2, 4.20% Al203, 0.03% P, 0.05%
MnO, 0.20% CaO0, 0.04% S and 11.0% LOI. Due to the lack of detailed mapping of the Shaw River system
no potential has been assigned to this palacochannel.

A major RC drilling program will be scheduled as soon as practical after listing to complete an initial assessment
of the systems. This program should enable BC Iron to focus on the areas with potential to achieve the goal of
identifying significant tonnages of direct shipping quality product.

The information above relating to the exploration target should not be misunderstood or
misconstrued as an estimate of Mineral Resources or Ore Reserves. Hence the terms Resource(s) or
Reserve(s) have not been used in this context. The potential quantity and grade is conceptual in
nature, since there has been insufficient exploration to define a Mineral Resource. Itis uncertain if
further exploration will result in the determination of a Mineral Resource.

Enquiries: Ian Chalmers, Managing Director
Tel: +61 8§ 9328 9411 Fax: +61 8 9227 6011

Email: ichalmers@alkane.com.au

Mr D | Chalmers, FAusIMM, FAIG, (director of the Company )and Mr T W Ransted MAusIMM (principal of Multi Metal Consultants Pty Ltd) have
sufficient experience which is relevant to the style of mineralisation and type of deposit under consideration and to the activity which he is undertaking to
qualify as Competent Person as defined in the 2004 Edition of the Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore
Reserves. lan Chalmers and Terry Ranstd consent to the inclusion in the report of the matters based on his information in the form and context in which it
appears.
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